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SUBJECT: PROGRESS OF ORENBURG: SOVIET OIL HARDER TO SELL 

REF: MOSCOW 3689 

SUMMARY: GERMAN AND BRITISH EMBASSY OFFICIALS ARE 
SKEPTICAL THAT ORENBURG PIPELINE WILL BE COMPLETED IN 1978 
OR THAT MUCH GAS WILL FLOW ONCE PIPELINE IS FULLY IN 
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PLACE. NONE OF 24 PUMPING STATIONS ACQUIRED FROM FRG HAVE 
BEEN INSTALLED. GERMAN PURCHASES OF CRUDE OIL FROM USSR 
REPORTEDLY DROPPED DM 80 MILLION AND OF REFINED PRODUCTS 
AND GAS DROPPED DM 60 MILLION IN 1977, DESPITE SEVEN 
PERCENT INCREASE IN PRICE OF GAS. GERMANS FOUND THEY COULD 
BUY OPEC OIL MORE CHEAPLY THAN SOVIET. END SUMMARY. 
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1 . DURING MARCH 3 MEETING OF ECONOMIC/COMMERCIAL 
COUNSELORS OF FIVE MAJOR WESTERN EMBASSIES IN MOSCOW, 
GERMAN MINISTER-COUNSELOR STUELPNAGEL EXPRESSED SKEPTICISM 
THAT ORENBURG PIPELINE PROJECT WOULD BE COMPLETED THIS 
YEAR ON TIME. HE NOTED THAT NONE OF 24 PUMPING STATIONS 
SOLD BY GERMANS FOR ORENBURG HAVE YET BEEN INSTALLED. 
GERMAN BANKS, HE SAID, BELIEVE THAT IN 1978 ORENBURG 
PROJECT WILL REQUIRE ANOTHER 400 MILLION DOLLAR LOAN. 

BRITISH EMBASSY COUNSELOR SAID THAT EVEN IF PIPELINE SHOULD 
BE COMPLETED, THERE IS LIKELY TO BE VERY LITTLE PRESSURE 
AVAILABLE TO MOVE ANY SUBSTANTIAL AMOUNT OF GAS AT OUTSET. 
BY WAY OF CONTRAST, HE THOUGHT THAT SOVIETS WOULD COMPLETE 
PIPELINE FROM TYUMEN FIELDS TO CHELYABINSK ON TIME. 

2. ACCORDING TO STUELPNAGEL, THE FRG REDUCED CRUDE OIL 
PURCHASES FROM USSR BY DM 80 MILLION IN 1977 AND REDUCED 
PURCHASES OF REFINED PRODUCTS AND NATURAL GAS BY DM 60 
MILLION, DESPITE THE SEVEN PERCENT INCREASE IN PRICE OF 
GAS. ON THE OTHER HAND, THEY MORE THAN DOUBLED THEIR 
PURCHASE OF SOVIET CHEMICAL PRODUCT FROM DM 239 MILLION TO 
DM 543 MILLION. HE ATTRIBUTED REDUCED PURCHASE OF SOVIET 
CRUDE TO UNWILLINGNESS OF SOVIETS TO BUDGE FROM OPEC 
PRICES AT A TIME WHEN GERMANS FOUND THE OPEC PRODUCERS, 
THEMSELVES, WERE PROVING TO BE FLEXIBLE ABOUT THEIR PRICES. 

3. STUELPNAGEL FURTHER REPORTED THAT SOVIET MINISTER OF 
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THE CHEMICAL INDUSTRY KOSTANDOV IS PUSHING HARD TO 
INCREASE THE OUTPUT OF ARTIFICIAL FIBERS, EVEN THOUGH THE 
DOMESTIC MARKET IN THE USSR FOR SUCH PRODUCTS WAS WEAK. 

THE BRITH, FRENCH AND ITALIAN COUNSELORS AGREED WITH THESE 
ASSERTIONS. STUELPNAGEL, BY WAY OF ILLUSTRATING THE 
INCAPACITY OF THE SOVIET SYSTEM TO ADJUST TO CONSUMER 
TRENDS, REPORTED THAT THE SOVIETS HAD RECENTLY REJECTED A 
GERMAN SHIPMENT OF QUALITY IGHT- WEIGHT WOOLEN TEXTILES 
BECAUSE THE WEIGHT OF THE SHIPMENT SEEMED TO THEM TOO 
INSUBSTANTIAL FOR THE PRICE. 

4. COMMENT; ALTHOUGH THE BAYBAKOV STATEMENT ON THE 1978 
ECONOMIC PLAN WAS SLIGHTLY AMBIGUOUS ABOUT COMPLETION OF 
ORENBURG, OUR SOVIET AND CEMA SOURCES TEND TO THE VIEW 
THAT IT WILL BE COMPLETED BY THE END OF THE YEAR. IT 

SEEMS UNCLEAR HOW MUCH GAS COULD BE PUMPED NEXT YEAR, BUT 
ORENBURG WOULD NEED TO BE FULLY OPERABLE BY END OF 1979 IF 
1980 TARGETS ARE TO BE MET. SLOW PROGRESS IN INSTALLATION 
OF PUMPING STATIONS COULD MEAN A BELATED RETURN FOR EAST 
EUROPEANS FROM THEIR "INVESTMENT" IN THIS PROJECT. 

5. THE ASSERTION ATTRIBUTED TO GERMAN BANKERS THAT 400 
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MILLION DOLLARS RPT DOLLARS MORE IS NEEDED FOR THIS PROJECT 
IN 1978 IS NOT NECESSARILY INCONSISTENT WITH IIB PRESIDENT 
BELICHENKO'S STATEMENT THAT ORENBURG REQUIRES NO MORE 
BORROWING BY IIB. PRESUMABLY THE ADDITIONAL LOANS COULD BE 
MADE DIRECTLY TO THE SOVIET FOREIGN TRADE BANK. PERHAPS ON 
BANK-TO-BANK BASIS THAT WOULD ATTRACT LESS INTERNATIONAL 
ATTENTION. IF THE MONEY IS NEEDED, IT WOULD OF COURSE 
STRENGTHEN PRESUMPTION THAT SOME OF IIB'S BORROWING FOR 
"ORENBURG’' WAS PUT TO OTHER USES. THIS INCREMENTAL $400 
MILLION SHOULD NOT BE CONFUSED WITH PENDING LOAN FROM 
DEUTSCHE BANK TO IIB FOR A PURPOSE OTHER THAN ORENBURG. 
TOON 

CONFIDENTIAL 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 jan 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: CONSTRUCTION, SALES, PETROLEUM PRODUCTS, PETROLEUM PIPELINES 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 07 mar 1978 
Decaption Date: 01 jan 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978MOSCOW03897 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D7801 03-0935 
Format: TEL 
From: MOSCOW 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780398/aaaadeyc.tel 

Line Count: 127 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 

Message ID: 6fc932cc-c288-dd1 1-92da-001cc4696bcc 

Office: ACTION EUR 

Original Classification: CONFIDENTIAL 

Original Handling Restrictions: n/a 

Original Previous Classification: n/a 

Original Previous Handling Restrictions: n/a 

Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: 78 MOSCOW 3689 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 25 may 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3418054 
Secure: OPEN 
Status: NATIVE 

Subject: PROGRESS OF ORENBURG: SOVIET OIL HARDER TO SELL 
TAGS: ENRG, EEWT, ECEM, EWWT, UR, GE, COMECON 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/6fc932cc-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



